





This paper develops a new Keynesian sticky-price model that
incorporates adjustment costs in investments and R&D-based endogenous
technological progress. The paper shows that the model can generate
expectations-driven business cycles and the boom-bust cycle of stock
prices. Additionally, it is demonstrated that without technology shocks,
news shocks drive output to °uctuate with technology.
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; d > 0, 0 < ® < 1 ; (22)
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